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Abstract 
 
In spite of the fact that informal traders in the informal economy are viewed as 
having the greatest prospects for creating jobs and absorbing the unemployed in 
developing countries, informal traders in Limpopo Province in general, and the city of 
Polokwane in particular, face various constraints that negatively affect them on a 
daily basis. 
 
The aim of the study has been to explore the constraints and opportunities of 
informal traders, using the city of Polokwane as a case study.  The study has 
attempted to identify and describe constraints that affect informal traders in the 
Polokwane city, as well as factors that can enhance their development and growth.  
 
The study is exploratory, descriptive and qualitative in nature.  Semi-structured face-
to-face interviews were conducted to gather data.  Findings of the study suggest that 
the government should improve the effectiveness of its support mechanisms by 
initiating targeted support programmes specifically tailored for informal traders at the 
survivalist level. 
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CHAPTER ONE 
INTRODUCTION AND CONTEXTUALIZATION 
 
1.1. Background/ Rationale to the Study 
Throughout the world, the informal economy is thought of as a key to creating job 
opportunities for the poor and unemployed. Informal economy has grown in 
importance in the light of studies that confirm the role it plays in poverty alleviation 
and job creation (Levin, 1998:79).  The informal economy is believed to be a 
contributing factor in the economic growth of a country.  For example, in a draft 
report prepared for the Commission for the Legal Empowerment of the Poor, von 
Broembsen (2007) reported that there are between 1 and 2.3 million informal 
businesses in South Africa, which contribute between 7 per cent and 12 per cent to 
the South African Gross Domestic Product (GDP).  
 
The International Labour Organzation (ILO) (2002) has reported that approximately 
78 per cent of non-agricultural jobs in the Sub-Saharan Africa (SSA), excluding 
South Africa, are located in the informal sector, with Latin America and Asia 
recording 51 per cent and 65 per cent, respectively. 
 
Unemployed people resort to the informal economy in an effort to fend for 
themselves within the vicious cycle of poverty.  Edgcomb and Armington (2003) 
observed that the informal sector is comprised of women, men, the poor and the less 
educated, all of whom engage in informal activities for survival.  Armstrong and 
McGee (1987:106) argue that people engage in activities of the informal sector as a 
means to alleviate poverty when employment opportunities are limited. 
 
Within South Africa, there are no policies that are tailored exclusively for informal 
traders.  According to Ligthelm and van Wyk (2004); and Xaba et al., (2002), the 
South African government has adopted policies on the Small Medium and Micro 
Enterprises (SMMEs), but such policies do not seem to cater for the informal sector.  
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1.2. Problem Statement 
Relevant literature on the informal economy suggests that the informal economy has 
an important role to play in creating jobs and alleviating poverty (Tippe, 2004; Levin, 
1998; Liedholm & Mead, 1999; Mc Cormick, 1999; and Sethuraman, 1981).  To 
enhance success and growth of informal traders in South Africa, the government 
needs to intervene and correct the biases that have favoured the formal sector of the 
economy at the detriment of the informal sector of the economy, and also remove 
the constraints that informal traders are faced with. 
 
In spite of the fact that the government has initiated development, promotion and 
support programmes for the SMMEs, the informal traders do not enjoy the same 
support.  Informal traders encounter difficulties or constraints that can be described 
as lack of access to finance, lack of training and education, lack of infrastructure and 
lack of basic needs.  
 
It is not clear whether the constraints that informal traders in the city of Polokwane 
are faced with contribute towards the lack of their success and growth.  Additionally, 
it is equally not clear whether or not there are opportunities for success and growth 
for informal traders in the city of Polokwane.  The study aimed at identifying and 
describing constraints that negatively affect informal traders, as well as identifying 
opportunities for development. 
      
In order to develop policies and programmes, the Polokwane Municipality needs to 
have an understanding of what constraints informal traders encounter and what 
opportunities informal traders have that may contribute to their success and growth. 
 
The study attempts to answer the following questions: 
1. What are the common characteristics of informal traders in the city of 
Polokwane? 
2. What are the constraints that hinder the success and growth of informal 
traders in the city of Polokwane? 
3. What are the key factors or opportunities for the success and growth of 
informal traders? 
4. What is the role of government in relation to informal trading? 
11 
 
5. What interventions or recommendations can be developed to alert policy 
makers and planners about constraints that affect informal traders in 
economy? 
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CHAPTER TWO 
LITERATURE REVIEW 
 
2.1. Informal Economy: An overview 
The contribution of the informal economy to job creation and poverty alleviation has 
been well researched.  The informal economy has helped in providing job 
opportunities, especially amongst the poor.  Additionally, the informal economy 
provides subsistence goods and services that are targeted at low-income consumers 
at affordable prices (DTI, 1995; Becker, 2004; ILO, 2002; Amin, 2002; Kroon et al., 
2003; and Grimm et al., 2011).   
 
Contrary to the belief that the sector would dissipate with economic growth and 
development (Sethuraman, 1981:63), the informal economy has nevertheless 
become a permanent and important feature of developing economies, rather than a 
temporary and transitional phenomenon (Becker, 2004; Bekkers & Stoffers, 1995; 
and Grimm et al., 2011). 
 
However, the informal economy is viewed in a negative light.  The sector is 
perceived as a burden rather than a positive contributor in the local economic 
development and national economic growth.  For example, a study by Becker (2004) 
suggests that the decay of most cities is thought to be the result of the existence of 
informal activities in those cities.  However, studies by Motala (2002); and Ligthelm 
and van Wyk (2004) maintain that the negative perception against informal economy 
is due the sector’s inability and failure to abide by and conform to the regulations and 
laws.  
 
As the informal economy operates outside the confines of the law, it is neglected, 
harassed or victimised by the governing authorities on a daily basis.  Among the 
hardest hit are the informal traders who are at a survivalist entrepreneurs.  These are 
single-owner traders (with no other wage earning employees) who generate an 
income below the minimum income standard or poverty line, and have a minimal 
asset value. 
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In spite of the fact that the informal economy is riddled with constraints such as lack 
of skills, lack of business advice and lack of access to finance, it is important to note 
that its prospect for development and growth lies in the ability and willingness of 
authorities (government) to positively intervene by way of, among others, developing 
policies, strategies and support programmes that create an enabling environment 
(Van Rooyen & Malan, 2007). 
 
In the city of Polokwane, like in most cities of the developing counties, informal 
traders are a visible phenomenon.  In the city of Polokwane, like in other cities such 
as the city of Johannesburg, informal trading is allowed, where stalls and trading 
spaces are allocated (City of Johannesburg Metropolitan Municipality, 2007).  
Despite the fact that the Polokwane Municipality has developed a policy on 
management of street vending, informal traders in the city of Polokwane are still 
faced with varied constraints. 
 
2.1.1. The magnitude and significance of informal economy 
The importance of informal economy in job creation and poverty alleviation cannot 
be overemphasized (Grimm et al., 2011; Abrie, 2006; Rogerson, 2005; and Eeden et 
al., 2003).  At the global level, it is estimated that informal economy employment 
accounts for between one half and three quarters of non-agricultural employment in 
the majority of developing countries.  The share of informal workers in the non-
agricultural labour force ranges from 48 per cent in North Africa and 51 per cent in 
Latin America and the Caribbean to 65 per cent in Asia and 78 per cent in sub-
Saharan Africa.  Additionally, self-employment represents 70 per cent of informal 
employment in Sub-Saharan Africa; while in developing countries, self-employment 
comprises a greater share of informal employment than wage employment (Becker, 
2004; ILO, 2002; Amin, 2002; and Kroon et al., 2003).   
 
On the continental level, according to ECAP (2001), in Africa, 60 per cent of the 
urban labour force is in the informal economy.  Daniels (1999) estimates the number 
of adult population in micro and small enterprises in sub-Saharan countries to be 
about 22 per cent.  About 10 per cent of the population in the Dominican Republic, 
Zimbabwe and Swaziland work in informal economy (Mead & Liedholm, 1998).  The 
informal economy accounts for a significant share of GDP and gross national income 
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(GNI) in almost all countries, particularly those in the developing world.  According to 
Schneider’s (2002) study of the informal economy in 110 countries, its average size 
as a share of official GNI in 2000 ranged from 18 per cent in OECD countries to 38 
per cent in transition countries and 41 per cent in developing countries.  Among 
specific regions, the informal economy accounted for an average of 42 per cent of 
GNP in Africa, 26 per cent in Asia and 41 per cent in Latin America in 1999/2000  
 
At the national level, in South Africa, it is estimated that the informal economy 
comprises 51 per cent of non-agricultural employment (Lund & Srinivas, 2000).  
According to Becker (2004), in 2005, in South Africa as a whole, the informal sector 
accounted for 20.0 per cent of aggregate employment.  In a report prepared for the 
Commission for the Legal Empowerment of the Poor, von Broembsen (2007) reports 
that about 2.3 million informal businesses exist in South Africa with a contribution of 
between 7 and 12 per cent to South African Gross Domestic Product (GDP).  Motala 
(2002) holds that informal traders belong to the informal economy and trade in the 
streets where they are most visible and comprise a significant proportion of the total 
number of workers in South Africa.  However, Motala (2002:7) estimates the number 
of people operating in the informal economy in South Africa to range from just under 
2 million to just under 4 million people.  Citing his personal communication with 
Debbie Budlender of SSA on 26 October 2001, Motala (2002) reveals that the 
number of informal traders nationwide is at a figure of up to 500,000, of which more 
than 70 per cent deal in food items and just fewer than 70 per cent are women.  
 
2.1.2. The reasons for informalization 
The reasons for the causes of informality are diverse.  Informality may be the result 
of unemployment; lack of education and training or skills; high transaction cost, 
especially for business start-ups; overregulation; lack of access to credit; rural-urban 
migration; as well as structural adjustment programmes (SAPs) (IOE, 2006). 
 
Most scholars hold that the emergence of informal economy is attributed to a variety 
of factors.  For example, Becker (2004) argues that informal economy exists due to 
the lack of capacity of agriculture and the formal economy to accommodate the 
increasing number of job-seekers.  She further argues that the formal institutions’ 
inability to provide education, training and infrastructure, coupled with excessive 
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costs and government regulations, are also contributing factors.  The study on 
informal trading in the city of Johannesburg by van Rooyen and Malan (2007) also 
reveals that the increase of informal trading in South African cities is associated with 
the unfavourable economic climate where the unemployment rate is high and the 
reality of the inability of the formal sector to create job opportunities. 
 
Edgcomb and Armington (2003), in the study on the informal economy of Latino 
Enterprises, reveal that twenty-five per cent of those interviewed have cited 
economic necessity as the main driver of people into informal economy due to lack 
of employment options in the formal economy.  The study further reveals that other 
reasons for people to engage in informal economy relates to downsizings, plant 
costing and relocations of formal sector firms.  
 
Structural Adjustment Programmes (SAPs) are also cited as having resulted in the 
disappearance of public sector jobs and some business closures.  Due to SAPs, 
most companies are likely to shed a massive number of jobs, thereby leaving people 
with little option but to resort to informal economic activities (Becker, 2004; War on 
Want, 2007; and Tipple, 2005).  Furthermore, globalization is also cited as another 
factor that encourages people to engage in informal economic activities.  This is 
because most firms prefer capital instead of labour, which results in many people 
being left without jobs (Becker, 2004). 
 
Additionally, privatization of State-owned enterprises (SOEs) and public sector 
reform programmes are cited as contributing to massive retrenchments, 
redundancies, lay-offs and right-sizing of the public service.  These have left a 
massive number of people unemployed.  
 
The Economic Commission for Latin America and the Caribbean (2005b) reported 
that sectors other than agriculture tend to be the primary employers of informal 
workers, in part owing to migration from rural to urban areas, which produces a large 
pool of workers lacking the skills necessary for employment in the formal economy.  
Those with limited skills are the most vulnerable in the informal economy as they are 
more likely to work under inhumane conditions and accept low wages.  Other 
scholars (Carmen, 2003; and Sethuraman, 1981) associate the migrants in urban 
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areas with a higher labour force participation rates, lower unemployment rates and a 
higher participation in the informal sector. 
 
However, Lund (1998) cited in Motala (2002:90), holds that the emergence of the 
informal economy in South Africa is the result of apartheid history of political and 
economic repression of black people which resulted in skewed urban development 
and settlement patterns.  According to Motala (2002:7), the increase in the number 
of informal traders in South Africa is attributed to, among others, the real change in 
economy and policy, which resulted in less regulation of informal economic activities, 
combined with an ailing formal economy that is forcing more people to find income 
generating alternatives. 
 
The International Organisation of Employers (IOE) (2006) concurs and adds that the 
growth of informal economy is related to an inappropriate national legal and 
institutional framework that is not favourable to business development because of 
the burdensome, difficult and costly compliance requirements.  Outdated policies 
and legislations are also cited as contributing factors in the emergence of informal 
economy.  
 
2.2. Characteristics of Informal Economy 
2.2.1. The actors in the informal economy 
According to studies Brand (1986); Grimm et al., (2011); Becker (2004); Motala 
(2002); Edgcomb and Armington (2003); and James (1997), informal economy is a 
sector where men; women; the poor and the non-poor; the educated and the less 
educated; boys; girls; wageworkers; and internal migrants and immigrants operate 
as a means to fend for themselves.  The studies also reveal that the sector is 
dominated mostly by women in the survivalist category, the majority of which are 
Africans.  Stats SA (2005) estimates that 91.3 per cent of informal businesses is 
owned and managed by Africans.  In addition, von Broembsen (2007) revealed that 
45.5 per cent of informal businesses is owned and managed by women.  The 
enterprises in the informal sector are family owned and operated by owner only.  The 
majority of operators are less educated (less than matric or Grade 12), unskilled, and 
poor.  Their ages range between 25 and 49 years, but in some cases, even people 
as young as 16 years and as old as 59 years are found in the sector (Becker, 2004). 
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Studies by Becker (2004) and War on Want (2007) suggest that most people enter 
the informal economy due to a variety of factors, such as limited capacity of the 
formal sector to provide job opportunities; structural adjustment programmes; 
globalization; migration and immigration; and unfavourable government policies  
 
2.2.2. Entry into the informal economy 
The informal economy accommodates many people, especially the poor and 
unemployed who have been unable to secure jobs in the formal economy.  Several 
studies (Brand, 1986; Becker, 2004; Smart, 1989; McGee, 1970; Dasgupta, 1992; 
Mette, undated; and Garcia-Bolivar, 2006) have revealed that informal economy is 
characterised by ease of entry, low-resource base, labour intensive, adapted 
technology and informal processes for acquiring skills.  Entering the informal 
economy does not require any formal certification, licensing or registration costs.  
People entering the sector rely on indigenous resources and skills acquired outside 
the formal school system to operate.  The resources or money required, if any, to 
start the business are generally low (Brand, 1986; and Becker, 2004). 
 
2.2.3. Activities in the informal economy 
According to von Broembsen (2007), the majority of informal traders are involved in 
retail, which constitutes 64 per cent of the informal economy.  Skinner (2007) adds 
that the services of the informal economy accounts for 9 per cent of the informal 
economy.  According to most scholars and researchers (Cling et al., 2010; Edgcomb 
& Armington, 2003; Motala, 2002; Smart, 1989; McGee, 1970; Dasgupta, 1992; and 
Castells & Portes, 1989), the informal economy is comprised of survivalist activities.  
The sector is concentrated essentially in services and trade where goods are sold in 
exchange for money or bartering as well as provision of services such as shoe 
repairs, car wash or car guarding.  The operations of the informal economy are legal 
but unregistered for tax and licensing.  In other words, informal traders work outside 
the law, for example, trading without a permit, trading outside formally designated 
trading locations, or self-provisioning of shelter.  Becker (2004) goes further by 
describing the informal economy as being characterised by the unregulated non-
formal portion of the market economy that produces goods and services for sale or 
for other forms of remuneration.  She adds that “all the economic activities by 
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workers and economic units are in law or in practice not covered or insufficiently 
covered by formal arrangements”. 
 
2.2.4. Operating area and environment of the informal economy 
Generally, the informal traders operate under unfavourable, inferior conditions.  
Informal traders engage in survivalist activities that are found in different locations 
and different conditions.  In some cases, they may have shelter, others a mat, while 
some may have a table and a stool.  Other studies found that informal traders are 
located on street pavements, along the side of footpaths or verandas or covered 
market stalls (Motala, 2002; and Brand, 1986).  Other informal traders choose to sell 
while walking around.  In other words, they do not have a specific area of operation. 
 
2.3. Constraints Faced by Informal Traders  
Informal traders operate in very bad conditions with unfavourable or poor 
infrastructure and lack of basic services. Lack of proper workplace and basic utilities 
such as water, sanitation and electricity are the most cited factors that constrain 
informal traders (Cling et al., 2010; and Delatour & Duggleby, 1993).  
 
Lack of access to finance is cited as another constraining factor. Xaba et al., (1986) 
argue that lack of access to finance is a major impediment to business growth.  
Brand (1986) holds that informal economy operators often experience difficulties 
which are often categorized into three main groups, namely: environmental, 
economic and social or personal problems.  
 
Environmental problems relate to weather conditions (vulnerability to sun, wind or 
dust) and lack of shelter, linked with the problem of lack of storage, especially to 
those who trade on cooked food and fruit and vegetables; economic problems relate 
to lack of customers, lack of finance to acquire more material and high cost of 
renting; whereas social or personal problems relate to theft, which is linked to the 
problem of lack of storage, as well as poor sanitation and water facilities, harassment 
by authorities and lack of skills.  
 
However, according to Department of Trade and Industry (DTI) (1995), there are a 
number of constraints that relate to “legal and regulatory environment, access to 
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markets, access to finance and affordable business premises, the acquisition of skills 
and managerial expertise, access to appropriate technology, tax burden, as well as 
access to quality business infrastructure.”  DTI (1995:9) maintains that the legacy of 
apartheid is a contributing factor in the majority of constraints facing informal traders 
as “Bantu education restricted opportunities for skills acquisition for Blacks, where 
there was no entrepreneurial education for youths and the majority of Black people 
were confined to homelands where there were no resources.”  
 
Economic problems relate to lack of economies of scale.  Many informal business 
sectors cannot afford to buy in bulk, which force them to pay retail prices for their 
goods.  Additionally, demand factors such as low cash flow and shortage of 
customers also count as one of the economic problems.  Becker (2004) suggests 
that the constraints that negatively affect informal traders present themselves in a 
number of ways that range from infrastructural issues, institutional issues, to 
economic issues. 
 
2.3.1. Infrastructure issues  
Becker (2004) holds that infrastructure issues include poor infrastructure such as 
storage facilities, water, electricity, lack of trading space and poorly developed 
physical markets.  Rogerson (2005) maintains that unreliable infrastructure impedes 
progress on business performance.  Poor Infrastructure affects informal traders in 
that they need formal markets and other street furniture such as benches and 
storage space. Furthermore, the need of water and electricity cannot be 
overemphasized.  Crime and violence are other challenges that informal traders are 
faced with.  Additionally, lack of access to transport, which relate to the high cost of 
urban transport to the markets, negatively affects informal traders.  According to War 
on Want (2007), lack of legal protection and exposure to various environmental risks 
as being the two main challenges which informal traders face.  Lack of basic facilities 
such as public conveniences and shelter to protect their goods and themselves from 
rain and sun is also cited as one of the challenges that informal traders face.  The 
lack of infrastructure by informal traders often adversely affects the development and 
growth of informal traders.  
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Infrastructure, such as electricity, water and sanitation, is critical to the success and 
growth of informal traders.  Havers (1995:4) argues that informal traders are badly 
affected by very poor general infrastructure and its effect on the development of 
small businesses, including informal traders.  Most informal traders rely on electricity 
as their main source of power.  The lack of electricity supply tends to negatively 
affect informal traders, and therefore impede the growth and development of such 
traders.  According to Gulyani (1999:1749), many developing countries are unable to 
provide their industries with reliable electricity. 
 
Some informal traders dealing with perishables, such as fruits and vegetables, 
depend on transport for supply of their stock.  It is critical that a well-developed and 
maintained transport infrastructure be in place if informal traders are to succeed.  
The lack of proper, undeveloped transport infrastructure is a major constraint facing 
the development and growth of informal traders. Gulyani (2001:1157-58) holds that 
industrial firms in developing countries usually have to contend with a highly 
ineffective freight transportation system.  This results in industrial firms in these 
countries to operate under handicapped conditions. 
 
Water is the basis on which most trading relies on.  Water plays an important role 
towards the success of most businesses and manufacturing industries.  According to 
Davis et al., (2001:1760), enterprises in Lugazi (a town in Uganda) viewed the 
existing water supply situation, especially the cost of water, as one of the greatest 
obstacles to their growth, comparable to other infrastructural constraint, as well as 
macro-economic factors such as inflation, credit and tax bureaucracy. 
 
The availability of an allocated well-serviced trading site plays an important role in 
the growth and development of small businesses, including informal traders.  Grosh 
and Somolekae (1996:1882) argue that very few firms ever graduated out of the 
Botswana Enterprise Development Unit (BEDU) premises, some staying as long as 
16 years, largely because they were unable to find trading premises.  The DTI 
(1995:27) adds that there is often a critical shortage of build-up workspaces, 
combined with lack of electricity, water and telephones.  Motala (2002) adds that the 
greatest challenge facing informal traders is with regards to site of operation and 
right to trading space.  Most of the spaces traders occupy are considered illegal 
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since the spaces have not been set aside for trade.  In cases where they are allowed 
to operate, the spaces are considered temporary and eviction occurs at the will of 
urban authorities.  
 
2.3.2. Institutional issues  
According to Becker (2004), institutional issues relate to the lack of access to formal 
training that translates into lack of skills and managerial expertise; lack of formal 
schooling that results in illiteracy; lack of access to land and property rights; lack of 
access to finance; lack of information; excessive government regulations and fewer 
market opportunities; lack of training such as basic maths and accounting skills; as 
well as business management skills.  All of which are key to all successful 
businesses, including those located in the informal economy.  They also add that 
excessive regulations by the government in the areas such as start-ups are regarded 
as costly, cumbersome and time demanding.  Limited access to employers’ 
organizations, lack of access to social security schemes, lack of information on 
prices and viability of products, are also cited as problems related to informal 
economy.  Overall, informal traders have been noted to be perhaps the most 
regulated and least protected.  They trade illegally due to lack of recognition and 
licenses.  The traders are known to identify trading sites on their own, leaving the 
urban authorities with few options, which include eviction, tolerating traders or 
charging a daily fee without providing any legal protection.  Havers (1995:3) 
maintains that: 
“Informal traders also suffer from a range of other problems peculiar to or exacerbated by 
informal traders having good prospects for growth and development due to high demands for 
their products, but such prospects being frequently crushed by lack of better premises for 
trading”.   
 
According to McCormick et al., (1997:1107), many firms, especially mini-
manufacturers, find their efforts to grow blocked by the lack of suitable secure 
premises.  
 
Access to information and advice plays a pivotal role towards the development and 
growth of small firms.  This is also the case with informal traders.  Du Toit (1998:205) 
asserts that information can be used as a competitive weapon by an enterprise in 
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order to change the structure and composition as well as to erect barriers to potential 
competitors.  According to Department of Trade and Industry (1995:22), lack of 
access to appropriate, relevant and understandable information and advice is one of 
the most important problems of small enterprises, including informal traders.  Due to 
the past discrimination and lack of opportunities, this problem is most severe among 
Black entrepreneurs.  
 
Bridge et al., (1998:254) add that small businesses are believed to be at a 
disadvantage, relative to larger ones because of their limited ability to scan the 
environment and filter for information relevant to their progress.  A conducive 
regulatory environment plays a pivotal role in creating an enabling environment for 
businesses, especially for informal traders.  An unfavourable regulatory environment 
tends to create very unfriendly or unproductive business environment and as a result 
it severely affects the development and growth of informal traders.  
 
The Ntsika Enterprise Promotion Agency (1998:20) reports that the general feeling is 
that the present regulatory environment is not conducive to the development of the 
informal traders.  Informal traders easily point to some of the existing laws and 
regulations that, in their view, discourage the start of new businesses and hinder the 
growth of the existing ones.  They often complain that the cost of compliance with 
certain rules and regulations is disproportionately heavier on small and informal 
businesses than larger and formal ones.  The Ntsika Enterprise Promotion Agency 
(1998:20) adds that the legal and regulatory environment of business is important in 
determining what activities are carried out in the informal sector, and how easily 
firms can grow and prosper.   This refers to some regulatory environments that 
inhibit firms from operating at medium and large scale businesses, thereby forcing 
them not to grow, thus remaining in the informal sector.  
 
Restrictive regulatory conditions tend to be a barrier to growth and development of 
informal traders.  Some regulatory conditions are so complicated such that informal 
traders with limited skills find it difficult to comply with. According to Bridge et al., 
(1998:245), regulations or red tapes and bureaucracy tend to come at or near the top 
of any list when surveys are made regarding problems faced by informal traders or 
small businesses.  
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Crime is another institutional obstacle to the development and growth of informal 
traders.  An environment characterised by criminal activity is unfavourable to 
informal business growth and development.  Harmon (1979:63-64) holds that crime 
is one of the major causes of small business failures and crime losses in small firms 
are 35 times greater than in larger firms.  The Department of Trade and Industry 
(1995:27) adds that higher crime rates and continuing violence are serious obstacles 
to small business growth since they increase the risks for small enterprises and often 
cause major losses of stock, damage to buildings or reduced turn over.  
 
2.3.3. Economic issues  
Becker (2004) holds that some of the obstacles that relate to economic issues, which 
range from excessive registration and transaction costs of starting or operating 
businesses; limited access to technology; lack of opportunities for bulk purchase of 
inputs; low incomes or lack of regular income as household consumption; lack of 
capital; and insufficient funds, do not allow for further investments.  
 
The World Bank (WB) cites the following as impediments to informal traders: Lack of 
access to economies of scale, where many informal actors cannot afford to buy in 
bulk but are instead forced to pay retail prices for their goods.  Demand factors in the 
form of structural issues such as low cash flow in many of the communities, small 
size of the community market and shortage of customer’s leads to low and irregular 
business cash flow.  According to the Department of Public Works (2000/2001:22), 
the lack of capacity and skills gap remain a fundamental barrier to the success of 
emerging contractors.  The implication is that for business to grow there has to be a 
degree of skills acquisition on the part of the entrepreneur.  Simply put, informal 
traders will find it difficult to operate and grow their businesses if they lack the 
necessary skills.  The Department of Public Works (2000/2001:23) furthers states 
that the primary constraint facing small businesses is access to training to improve 
their business skills and develop trade skills within their labour force.  
 
Most informal traders do experience resource shortage problems such as lack of 
finance to kick-start their businesses.  Informal traders more often than not suffer 
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from a lack of access to personal resources, which are often required to start and run 
a business.  These resources include finance; skills and equipment.  
 
More often, small informal traders experience obstacles with regard to obtaining 
financial resources from financial institutions since they tend to regard informal 
trading as a risky area of investment.  The DTI (1995:25) holds that, unlike in other 
developed countries, South Africa’s commercial banks have, in the past, been 
reluctant to provide comprehensive services for the fragmented, risk prone and 
geographically dispersed small enterprise sector.  The Department of Public Works 
(2000/2001:20) adds that access to finance remains the single major challenge 
facing Black contractors.  Like Black contractors, informal traders in general have a 
high-risk profile and banks are reluctant to lend them money. 
 
2.4. Opportunities for Growth of Informal Traders 
According to van Rooyen and Malan (2007), “South African cities grapple with the 
issue of informal trading and the question remains as to how a progressive approach 
to informal trading could be attained”. They add that most municipalities view 
informal trading in the streets of most cities as a contributing factor to urban decay.  
Skinner (in Rice, 2007:12) adds that property developers and formal sector operators 
are among the parties who are fuelling the situation by maintaining this assertion.   
 
Contrary to the above assertions, some scholars and researchers maintain that 
informal trading has a potential to succeed if the constraints were to be identified and 
removed.  For example, De Soto (2000) points out that proper legal framework which 
“recognises the assets of informal economy and creates a system of protecting and 
giving value to property of the poor so they can access capital from financial 
institutions enhances business growth.”  The DTI (1995) concurs and maintains that 
small businesses are important for economic growth.  According to DTI (1995), 
stimulating small businesses can take the economy to a higher level.  They state that 
this shall ensure that “the economy is diversified, and productivity is enhanced, 
investment stimulated and entrepreneurship flourishes”.  
 
 Van Rooyen and Malan (2007) noted that the development of informal trading policy 
for most municipalities is an acknowledgement that informal trading is a positive 
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development which contributes towards creating employment opportunities and thus 
alleviates poverty. Neshamba (1997) and Schneider (2002) both concur that informal 
businesses can grow into formal ones.  According to the World Bank (2004); Becker 
(2004); and von Broembsen (2007), informal traders can develop and grow if the 
number of business permits, approvals, and administrative processes are 
streamlined and reduced, and if uniform taxes and access to capital is enhanced.  
They also cite market access and developing Business Development Services as 
factors to enhance business growth.  Other factors include credit assistance, 
organizational and technical support, and infrastructure improvements to informal 
sector as potential interventions for informal sector growth and development 
(Delatour & Duggleby, 1993). 
 
 In a study about the transition of enterprises from informal to formal, Neshamba 
(1997) discovered that: 
“An evaluation of graduated firms indicate that the growth of enterprises from formal to informal 
depends on the ability and character of the owner/manager such as: ability to adopt to 
innovative management strategies, ambition and vision to grow the business, ability to forge links 
with larger firms, ability to raise incomes internally, willingness to change from informal ways of 
operation and the ability to create a management system which delegated responsibilities”. 
 
2.5. The Role of Governments in Relation to Informal Economy 
There are conflicting perceptions on whether the State has a responsibility to support 
the informal economy or not.  There are some scholars who argue that the informal 
economy is beyond the reach of government as the informal economy intentionally 
avoids regulation and taxation (Becker, 2004). 
 
According to IOE (2006); ILO (2002); and Motala (2002), the government is 
responsible to develop policy responses to address informal economy challenges.  
According to ILO (2002), also cited in Becker (2004:28), the main responsibilities of 
government are to: “provide the macroeconomic, social, legal and political 
frameworks for the large-scale creation of sustainable, decent jobs and business 
opportunities.” 
 
However, the regulatory environment should be designed in a manner that 
accommodates even informal traders at the survivalist level.  Bridge et al., (1998) 
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maintain that properly designed laws and acts play a positive role in creating an 
enabling environment.  According to DTI (1995:20), other developing countries such 
as in the Latin America, Asia, Europe, properly designed regulations brought about 
positive results in so far as business growth and development is concerned. 
 
In South Africa the ultimate responsibility for regulating informal trading lies with local 
government.  For example, The Constitution of the Republic of South Africa (1996) 
stipulates in Section 153 that municipalities have an obligation to prioritize 
community needs and promote the social and economic development of such 
communities, which will enhance an enabling environment for development (Motala, 
2002). 
 
2.5.1. The South African government intervention relating to informal economy  
The first democratic elections of 1994 culminated into a process by the government 
to address the need for job creation and poverty alleviation among the majority of 
poor people in South Africa.  To address these needs, policies were formulated, 
support institutions to implement the policies were established and funds were 
allocated.  
 
The government of the Republic of South Africa, through the national Department of 
Trade and Industry (DTI), initiated an array of policies and programmes in response 
to the unemployment needs.  On what would be the solution to the problem of 
unemployment, the government singled out Small, Micro and Medium Enterprise 
sectors (SMMEs)? “SMMEs represent an important vehicle to address the 
challenges of job creation, economic growth and equity in our country” (RSA, 1995; 
and Rogerson, 1994).  According to Timmons (1994), the SMMEs, which include 
informal traders, are at the forefront of Local Economic Development (LED).  Kesper 
(2000) holds that small businesses have an ability to resolve the unemployment 
problem, which is a major challenge facing the majority of people in South Africa.  
 
According to the White Paper (RSA, 1995) there are more than 800 000 small, 
medium and micro enterprises in the South Africa, which absorb a quarter of the 
labour force of 15 million people.  Additionally, the White Paper reveals that about 
3.5 million people are involved in one or other type of survivalist enterprise activities.  
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This is due to the inability of the formal sector to absorb the unemployed people 
(Armstrong & McGee, 1987:106).  It is a well-known fact that the informal sector has 
the capacity to accommodate the poor, unemployed people (Levi, 1998:79).  Despite 
the ability to absorb unemployed people, the informal sector is facing varied 
constraints, which need government intervention.  
 
2.5.1.1. South African policy framework in relation to informal trading 
Studies reveal that implementing small business enabling regulations and creating 
informal trading regulations that are conducive tend to facilitate and enhance an 
entrepreneurial culture as people get encouraged and motivated to take part in 
economic activities (Longenecker & More, 1991:705).  Hone (1996) maintains that 
the regulatory environment is considered an impediment to the provision of 
meaningful support by the government to the informal sector.  According to Arthur 
(1995), in most cases, informal traders do not comply with regulations in regard to 
“registration, licensing, tax payments, occupational safety, health and working 
conditions due to cumbersome bureaucracies, high costs, unreasonable demands, 
ambiguous regulations and negative state attitudes to workers in the informal 
economy.” 
 
The government is committed towards appropriate business regulations as business-
friendly regulations are important for the development and growth of small or 
informal businesses (DTI 1995:49).  Accordingly, Ntsika Enterprise Promotion 
Agency emphasizes the need to create an enabling environment for small 
businesses (Ntsika Enterprise Promotion Agency, 1998:20). 
 
In 1991, the South African government introduced the Business Act of 1991, which 
operated until 1995. The aim of the Business Act was to reduce the power of local 
authorities to shape and implement policies in regard to informal trading.  The act 
acknowledges informal trading as a positive contributor to economic growth and 
poverty alleviation.  
 
In 1993, the act was amended and some powers to limit trading were given back to 
municipalities.  Consequently, municipalities were empowered to regulate the way in 
which trading took place, but were not allowed to prevent informal trading.  In 1995, 
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the Business Act was devolved to provincial level, thereby giving each provincial 
authority to effect some changes where necessary.  
 
Additionally, in May 1995, the government of the Republic of South Africa outlined a 
strategy in a White Paper by the DTI entitled “A National Strategy for the 
Development of Small Business in South Africa”.  In 1995, the National Small 
Business Act was passed by parliament.  The Act provided for the creation of 
institutions that shall act as vehicles to implement the strategy.  Furthermore, the 
strategy sought to address the following: unfavourable legal environment; lack of 
access to markets and procurement; lack of access to finance; low skills level; lack 
of information and advice; as well as shortage of effective supportive institutions. 
 
The small business support outlined in the 1995 White Paper became constitutional 
through the National Small Business Act which provides a comprehensive definition 
of SMMEs.  The small business sector encompasses a very broad range of 
businesses which include family businesses employing many people (medium sized 
enterprises), as well as survivalist self-employed from the poorest layers of the 
population (informal micro enterprises).  According to the Integrated Small Business 
Development Strategy in South Africa 2004-2014, the term “small business” is “a 
generic term used to describe privately-owned enterprises that are of a smaller class 
size” (RSA, 2003).  Additionally, the strategy acknowledges and recognizes the fact 
that small businesses are heterogeneous, which implies that they have different 
development needs, capacities and opportunities, while contributing to the goals of 
job creation and poverty alleviation in a variety of ways.  
 
2.5.1.2. Support institutions for informal traders 
According to the White Paper on National Strategy for the Development and 
Promotion of Small Business in South Africa (RSA, 1995), “very small businesses 
often involve only the owner, some family members or with one or two paid 
employees.  Such businesses usually lack formality in terms of business licenses, 
value-added tax (VAT) registration, permanent business premises, operating permits 
and accounting procedures”.  
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The strategy makes a distinction between survivalist activities, micro-enterprises, 
small enterprises and medium enterprises.  On a general level, the term “small 
business” (SMMEs) is often used.  This distinction makes it easy to differentiate 
small business from big business.  However, due to similarity of some constraints 
facing them, survivalist and micro enterprises are often lumped together (RSA, 
1995). 
 
Support strategies for this category are basically aimed at assisting these people, the 
majority of which are women, to get out of the sector.  In order to achieve the goals 
of the strategy, the government established institutions and programmes designed to 
improve access to finance, infrastructure, training, information, markets and 
technology, and to improve legislative and regulatory environment.  The Centre for 
Small Business Promotion was established to coordinate, monitor and evaluate the 
implementation of the strategy.  Ntsika and Khula were established to build technical 
and financial capacity of non-financial and financial retail service providers (RSA, 
1995; (Ntsika, 1997; DTI, 1998; and Hirsch & Harnival, 1998).  
 
The Centre for Small Business Promotion is the Chief Directorate in the DTI 
responsible for policy and coordination of support programmes for SMMEs.  It also 
mobilises funds and monitors the establishment of new support institutions.  In May 
1995, the Centre for Small Business Promotion developed a draft National Business 
Enabling Act, as an instrument to facilitate the SMMEs support.  Its mandate was to 
create positive enabling environment for SMMEs development. 
 
The Ntsika Enterprise Development Agency was established to, among others, 
provide a wide range of non-financial support services to local service delivery 
groups on wholesale basis, such as mentoring programmes, business advice and 
also assist small businesses with government tenders and technology support 
through Local Business Service Centres (LBSCs) and Tender Advice Centres 
(TACs).  Most LBSCs and TACs focus mainly on start-up businesses and 
unemployed women and youths.  
 
The Khula Enterprise Finance Limited was established mainly to provide small 
business sector with access to finance through; Credit Guarantee Schemes, where 
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guarantee products to banks are provided and other institutions and NGOs called 
Retail Finance Institutions (RFIs) which borrow money from Khula to make loans to 
SMMEs.  Khula-Start  provides access to micro credit in rural areas. 
 
National Manufacturing Advisory Centres (NMACs) provides two key support 
programmes to SMMEs, namely; Manufacturing Advisory Centres (MACs) and  
Business Referral  and Information Network.  Unfortunately, MACs provide support 
services mainly to formal businesses and not informal businesses.  
 
According to both the strategy and the Act (RSA, 1995), provincial SMME desks 
provide a one-stop information centre and is responsible to develop an enabling 
government policy to support SMMEs in provinces.  SMME desks also provide 
services such as keeping databases of SMMEs in provinces, developing SMME 
oriented procurement and subcontracting policies for provincial government.  
Provincial SMME desks also provide targeted support programmes for women, 
contractors and small/ micro manufacturers.  Unfortunately, informal traders are not 
catered for, mainly because they are not registered businesses.  
 
2.5.1.3. The impact of the small business strategy on informal traders  
The 1995 White Paper on National Strategy for the Development and Promotion of 
Small Business in South Africa was the first major effort by the government to design 
a policy framework targeting the entire spectrum of the small business sector.  The 
strategy’s overall objective was to create an enabling environment for small business 
growth as a way of addressing basic inequalities in the economy. 
 
Despite the efforts spelled out in the 1995 White Paper, informal traders still face 
varied constraints to date.  Overall, support on informal traders is still weak. 
According to the government (RSA, 2003; and RSA, 1995), survivalist enterprises 
are in the majority. In 1996 the overwhelming majority of Black entrepreneurs were 
concentrated in survivalist enterprises.  The 1999 mid-term review on the strategy 
revealed that the generic approach towards small business development proved 
ineffective, which calls for a need for differentiated services for different small 
businesses.  Kesper (2000) maintains that the South African SMME sector (of which 
informal traders are included) is heterogeneous and would need interventions that 
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are fine-tuned rather than generic approaches.  According to DTI (2003) and Chalera 
(2006), the DTI coordination function through Centre for the Promotion of Small 
Business was also not effective, and support institutions (Ntsika and Khula) are not 
well coordinated and therefore not effective.  Since 1996 when it was created, Khula 
introduced a number of loan schemes to increase financial-aid access to small 
businesses.  However, according to Chalera (2006), only 4 out of 300 loan 
applications had been successful.  The lack of progress in relation to small business 
support is a recipe for disaster.  Many social and economic ills might be caused by 
inadequate progress regarding small business support (Qunta, 1995). 
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CHAPTER 3 
RESEARCH METHODOLOGY 
 
3.1. Introduction 
This chapter focuses on the research methodology used in order to understand the 
constraints and opportunities faced by informal traders in the city of Polokwane.  The 
aim of this study was to investigate the constraints faced by informal traders and 
their opportunities for growth of the informal economy. 
 
3.2. Scope and Scale of Research 
3.2.1. Area of the study 
The study focused on informal traders in the informal economy, namely; fruit and 
vegetable sellers, and cooked food sellers in the streets of the city of Polokwane, 
under the Polokwane Municipality, Limpopo Province.  The Polokwane Municipality 
is strategically located to be the administrative and economic capital of the Limpopo 
Province. 
 
3.2.2. Geographical location of the study area 
The Polokwane Municipality is located within the Capricorn District in the Limpopo 
Province.  It covers a surface area of 3775 km2 and it accounts for 3% of the 
province’s total surface area of ±124 000 km2.  In terms of its physical composition, 
the Polokwane Municipality is 23% urbanised and 71% still rural.  The remaining 
area (viz., 6%) comprises small holdings and institutional, industrial and recreational 
land.  It is the economic hub of the Limpopo Province. 
 
The study covers the following areas; the Polokwane Taxi Rank, next to Limpopo 
Mall, and Indian Centre Taxi rank, both on Church Street, in the City of Polokwane, 
Polokwane Municipality, Limpopo Province, Republic of South Africa. 
 
3.3. Research Design 
The study is exploratory, descriptive and qualitative in nature.  This approach was 
used to gain insight into the research problem and to identify constraints that 
informal traders face and key success factors or opportunities for the growth of 
informal traders.  This approach assisted the researcher to be able to develop 
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recommendations to policy makers and planners in order to formulate strategies or 
intervention programmes for informal traders.  According to Strauss and Corbin 
(1988:11), qualitative research “is the research about persons’ lives, lived 
experiences, behaviours, emotions, and feelings as well as about organizational 
functioning, social movements, cultural phenomena, and interactions between 
nations.”  Additionally, Creswell (1994:145) and Kumar (2005:10) argue that 
descriptive design is about the accurate portrayal of particular individuals or real-life 
situations, for the purpose of discovering new meaning and describing what exists by 
categorizing the information generated from the study.  Thus, in this study, the 
researcher employed qualitative research approach to investigate the constraints 
faced by informal traders and their key success factors or opportunities for growth. 
 
3.4. Research Methodology 
3.4.1. Introduction 
In this study, the research methodology covers the type of research, population, 
sampling, data collection, data analysis, reliability and validity of the study.  The 
format employed in this study is inductive in that its data were collected and then a 
theory was developed out of the analysis of the data. 
 
3.4.2. Methodology 
Durrheim (1999:43) argues that an inductive method proposes “ an immersion in the 
details and specifics of the data to discover important categories, dimensions and 
interrelationships and begins by exploring genuinely open questions rather than 
testing theoretically derived (deductive) hypothesis.”  Furthermore, he adds that “the 
researcher’s purpose is to study phenomena as they unfold in real-world situations, 
without manipulation, to study phenomena as interrelated wholes rather than split up 
into discreet predetermined variables.”  Tuchman (1994:306) holds that the method 
is about looking at a phenomenon that specifies how a method “captures an object of 
study.”  The inductive method is most suitable for the study as the main purpose of 
the study is to develop a model or theory that explains the constraints faced by 
informal traders, as well as the key success factors or opportunities for informal 
traders’ growth. 
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3.4.3. Unit of analysis and Proposed Population  
The unit of analysis was the individual.  The population of relevance consisted of 
male and female informal traders who are engaged in retail services by selling fruit 
and vegetables, and those who sell prepared/ or cooked food.  The population is 
relevant because it has experienced the constraints in the sector as stated in the 
literature review and it envisages growing its business from informal into formal 
ones.  According to Welman and Kruger (2002:46), a “population is the study object, 
which may be individuals, groups, organizations, human products and events, or the 
conditions to which they are exposed.”  The actual size of a population usually 
makes it impractical and uneconomical to involve all members of the population in a 
research project, hence a sample of the population is usually taken.  In this study, 
the research conducted focused on data obtained from a sample of the population.  
The population studied included informal traders in the city of Polokwane. 
 
3.4.4. Sampling 
Sampling refers to the process used to select a portion of the population for study.  
In this study, purposive sampling was employed, which means that participants were 
selected because of some defining characteristic that made them the holders of the 
data needed for the study.  Purposive sampling was used to choose units of analysis 
In this case a semi-structured interview was administered on 20 units, that is, 10 fruit 
and vegetable sellers and 10 prepared/cooked food sellers.  According to Kidder and 
Jud (1987:154), a common strategy of purposive sampling is to pick cases that are 
judged to be typical of the population in which one is interested.  Sampling is made 
for the explicit purpose of obtaining the richest possible source of information to 
answer the research question (Mare, 2007:79).  It is very important to manage the 
sample so that is not too broad to confuse the research nor narrow to limit the output 
of the research.  
 
3.4.5. Data Collection 
As a point of departure, the researcher approached the informal traders in their 
specific zones where they operate businesses in the City of Polokwane.  Each 
individual informal trader was given a letter of permission to sign.  The letter stated 
the purpose of the interview, and issues relating to confidentiality and anonymity 
were explained.  According to Cooper (2006), semi-structured interview “relies on 
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developing a dialogue between interviewer and participant; requires more interviewer 
creativity; and it uses the skill of the interviewer to extract more and greater variety of 
data.”  May (1997:111) argued that: 
“Semi-structured interviewing refers to a manner in which the interviewer can seek both 
clarification and elaboration on responses given, and this gives the interviewer to have more 
latitude to probe beyond the answers and thus enter into a dialogue with the interviewee”.   
 
This implies that the researcher, by using semi-structured interview, can probe 
further in order to get more information from the interviewees, because both the 
interviewer and interviewee are not confined to any specific questions and 
responses. 
 
An interview guide was prepared based on the literature provided and helped to 
direct the conversations pertaining to common themes.  The interview guide that the 
interviewer used contained a list of topics and aspects of these topics that had a 
bearing on the given theme (Huysamen, 2001).  Each informal trader was 
interviewed based on the sub-sector he/she operates.  Although all respondents 
were asked the same questions, the interviewer adapted the formulation, including 
terminology, to fit the background and educational level of the respondents 
(Huysamen, 2001).  Interviews were conducted face to face, and each took 
approximately 30 minutes.  Because the majority of the respondents do not 
understand English, the questions were translated into the Sepedi language and the 
respondents thus responded in Sepedi.  The researcher took notes of the responses 
during the interview.  
 
3.4.6. Data analysis 
Content Analysis is a methodology for determining the content of written, recorded, 
or published communications via a systematic, objective, and qualitative procedure.  
Hsieh and Shannon (2005:1278) define qualitative Content Analysis as “a research 
method for subjective interpretation of the content of text data through the systematic 
classification process of coding and identifying themes or patterns”.  Taylor-Powell 
and Renner (2003) add that “qualitative data consists of words and observations, not 
numbers”.  Additionally, GAO (1996); Krippendorff (1980); and Weber (1990), all 
define Content Analysis as “a systematic, replicable technique for compressing many 
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words of text into fewer content categories based on explicit rules of coding”.  
According to Maree (2007:101), the term Content Analysis is used to refer to 
analysis of books, brochures, written documents, transcripts, news reports and visual 
media.  In order to get qualitative data, analysis and interpretation of data require a 
systematic approach (Taylor-Powell & Renner, 2003).  
 
The researcher employed Content Analysis approach in analysing narrative data 
collected from responses to semi-structured interviews administered on informal 
traders in the city of Polokwane.  Employing Content Analysis enabled the 
researcher to sift through large volumes of data with relative ease and systematically 
(GAO, 1996).  Qualitative Content Analysis involves a process designed to condense 
raw data into categories or themes based on valid inference and interpretation.  This 
is a process which uses inductive reasoning where themes and categories emerge 
from the data through the researcher’s careful examination and constant comparison 
(Zhang & Wildemuth, undated).  
 
Stemler (2001) holds that content data analysis deals with word frequency count.  In 
other words, the researcher was more consent with words that were mentioned most 
frequently during the interview.  The researcher analysed the interviewees’ 
responses by creating codes from the content which was later converted into 
categories (Taylor-Powell & Renner, 2003).  Furthermore, the researcher looked on 
how all the individual respondents responded to each question, after which data 
were organized by questions in order to look across all respondents and their 
answers.  The rationale behind this was to identify consistencies and differences in 
the responses.  All data from each question were then put together, after which the 
researcher explored the connections and relationships between the questions. 
 
In order to bring meaning to the words, themes were identified and then organized 
into coherent categories that summarize and bring meaning to the text (Taylor-
Powell & Renner, 2003).  The researcher used emergent categories, where the texts 
or responses were read through after all data were collected and the themes that 
recur in the data were then regarded as categories.  This is also to avoid being 
biased in the processes (Walker, 2004).  Furthermore, abbreviated codes of few 
letters were assigned to the codes and then placed next to the themes.  However, in 
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the process of categorizing data, the researcher identified other themes that were 
not thought about which also served as subcategories.  This approach also allowed 
the categories to emerge from the data whereby categories were defined after the 
researcher worked with the data (Walker, 2004; and Taylor-Powell & Renner, 2003). 
 
3.4.7. Reliability and validity of data 
Reliability is defined as “consistency of measurements and validity as an instrument 
that measures what they are supposed to measure which is correct (Mellville & 
Goddard, 1996:37).  According to Hussey and Hussey (1997:57), reliability is “an 
instrument which measures the repetition of the research findings.”  Whereas validity 
is defined as “the extent to which research findings accurately represent what is 
really happening in the situation”. 
 
In order to ensure that the data are reliable and valid, the researcher embarked on a 
pilot study which preceded the actual interviews.  For a pilot study, the Assistant 
Manager for Local Economic Development and two informal traders in the 
Polokwane Municipality were interviewed.  The informal traders to be interviewed 
were each given letters explaining the nature and purpose of the research project.  
All individual informal traders who participated in the interview were given follow-up 
letters assuring them that their confidentiality and anonymity is guaranteed.  A 
purposive sampling was used, which means that participants in the research project 
were selected because of some defining characteristic that made them holders of the 
data needed for the study. 
 
3.5. Ethical Considerations 
Since the study involves mainly the subjects based in the city of Polokwane, the 
researcher sought approval from the subjects.  The researcher assured the 
interviewees that their anonymity and confidentiality are guaranteed. 
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CHAPTER 4 
DATA INTERPRETATION AND RESEARCH FINDINGS 
 
4.1. Introduction 
The goal of the study was to investigate constraints and opportunities for informal 
traders using the city of Polokwane as a case study.  This chapter reports on the 
findings of the face to face interviews conducted and provides an analysis of the data 
collected through those interviews.  Interviews were conducted on ten fruit and 
vegetable sellers and ten prepared/cooked food sellers.  The survey questionnaire 
used in the semi-structured interviews is provided in Appendix 1.  The following 
points are covered: common characteristics, constraints, opportunities for growth, 
the role of government and interventions. 
 
4.2. Presentation of Findings 
4.2.1. Common characteristics  
Drawing from extensive literature and empirical data, Grimm et al., (2011); Becker 
(2004); Motala (2002); Edgcomb and Armington (2003); and James (1997) argue 
that informal economy is a sector where the uneducated, men and women operate 
as a means to fend themselves from unemployment and poverty. This is supported 
by the findings of this study. Half of the informal traders interviewed were found to 
have existing businesses which have been in operation in the city street pavements 
and taxi ranks from two to twelve years (and in one case twenty years).  This 
longevity is at odds with the perception by some researchers that informal economy 
is a temporary phenomenon (Sethuraman, 1981).  Although my study is qualitative 
and cannot reliably infer trends at the population level, it suggests that this 
perception may need to be reviewed. Almost all of the respondents cited an inability 
to secure formal employment opportunities as the main reason to stay in the informal 
sector. 
 
All of informal traders interviewed were Black Africans who were South African 
nationals. The age of the respondents ranged from 20 years to 55 years.  
Furthermore, 60% of the informal traders interviewed were women.  The sample 
therefore had fair gender representation.  
 
39 
 
Ninety per cent (90%) of the respondents cited unemployment as the main reason 
for engaging in the informal economy.  This finding is in line with the informal sector 
literature that reflects that the majority of informal traders are engaged in the sector 
due to lack of employment opportunities (IOE, 2006; and Edgcomb & Armington, 
2003). 
The majority of the informal traders interviewed does not have tertiary qualifications 
nor have undergone any business related training.  Furthermore, the study found 
that most of informal traders interviewed had not completed secondary education.  
This finding is in concurrence with most studies that have revealed that entry into 
informal economy is characterised by easy entry, low-resource base, adapted 
technology and informal processes of acquiring skills (Motala, 2002; and Lund et al., 
2000). 
 
All informal traders interviewed did not register their businesses for taxation or 
licensing.  However, 40% of the respondents indicated that they had registered with 
the Polokwane Municipality for an informal trading permit at a cost of R200 per 
annum.  From the 60% of the respondents who did not register with the Polokwane 
Municipality for “trading permits, these traders cited lack of information about 
registration as the reason for non-compliance. However some respondents indicated 
that they had applied for the permits but did not get a response from the municipality.  
This is in line with Stats SA’s (2000) definition of informal traders as “those 
businesses that are not registered with the authorities for licensing and taxation and 
that they are generally small in nature, and are seldom run from business premises, 
but are instead run from street pavements or other informal arrangements.” 
 
The following comment was made by one interviewee who claims to have been 
operating in the sector since 1995: 
“I decided to engage in the street trading in 1995 because I am not educated and could not find 
a job. Everywhere I go they say the need people with standard ten or drivers’ licence. I am not 
educated, where shall I go? I think here I am doing well because I have managed to send my 
daughter to the university.” 
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4.2.2. Constraints  
As documented by Cling et al., (2010); and Delatour & Duggleby, (1993) informal 
traders operate in very bad conditions with unfavourable or poor infrastructure and 
lack of basic services. This again is supported by the findings of this study. The 
findings reveal that the informal traders in Polokwane city are faced with various 
constraints.  Lack of shelter and water and sanitation; harassment; and bribery have 
been cited as the major constraints facing the informal traders in the city of 
Polokwane.  Rogerson (2005) maintains that unreliable infrastructure impedes 
progress on business performance.  Topping the list is the issue of shelter.  Sixty per 
cent (60%) of the respondents revealed that, although they had been allocated 
trading space, they did not have storage or shelter that could shield them from 
winds, dust and bad weather conditions.  Forty per cent (40%) of the respondents 
complained of lack of basic services such as water and sanitation.  The Polokwane 
Municipality should provide trading space with shelter and storage facilities to 
informal traders in the city of Polokwane.  This would assist in shielding informal 
traders from bad weather conditions such as wind, dust, rain and sun, thus improving 
the business environment.  
To explain the magnitude of the challenges informal traders are faced with, the 
following is what Mmapula, one of the respondents had to say: 
“It is very difficult to trade here. Although we have been allocated a place to trade, we are not 
making business because the municipality does not provide us with shelter. When it is windy, the 
gas stove does not work properly and dust settles on our food stuff and during rainy days we do 
not trade at all. We are suffering and the municipality does not care”. 
 
The other challenge the highlighted by some informal traders, both males and 
females, is harassment by municipal officials. Less than half of the interviewees cited 
harassment by municipal officials as they said the municipal officials confiscate their 
stock should they be found not to be in possession of a trading permit.  The 
respondents lamented that, in some cases, the officials even asked for bribes in 
order to avoid the former’s stock from being confiscated.  This finding affirms most 
studies that reveal that lack of proper workplace, unavailability of basic utilities such 
as water and electricity contribute in the lack of informal sector growth and 
development (Xaba et al., 2002; and Delatour & Duggleby, 1993).  The respondents 
cited lack of proper workplace and basic utilities such as water and sanitation 
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because they felt these constraints hamper growth and development of their 
businesses.  Polokwane Municipality should improve the quantity and quality of 
water and sanitation infrastructure as this would assist in supply of clean water to all 
trading areas where informal traders are operating.   
The following are some of the comments made by informal traders: 
“They gave me a permit to trade but sometimes I forget it at home and when they come to my 
trading site they just take my staff even when I try to explain that I forgot it at home. Sometimes 
they would ask that I give them R100 on the spot to avoid my staff to be confiscated. Really, this 
government does not care about us.” 
 
4.2.3. Opportunities for the success and growth  
Extensive literature reveals that informal traders have a potential to grow into formal 
entities if they get the necessary support. Neshamba (1997) and Schneider both 
argue that informal businesses have the potential to grow into formal ones. The 
World Bank (2004); von Broembsen (2007) and Delatour & Duggleby (1993) add that 
this could only be possible if small businesses are supported by, among others, 
facilitating market access and initiating business development services and other 
interventions for informal sector growth. The interview findings reveal that the 
majority of the informal traders are willing to have its businesses graduate from 
informal into formal businesses.  However, the respondents cite high costs and strict 
regulations as impediments to their growth.  Topping the list of factors limiting their 
growth is lack of access to finance.  Almost all the interviewees revealed that they 
did not know the channels of getting finance to grow their businesses. Furthermore, 
half of the interviewees indicated that they would be willing to get training in order to 
formalize its businesses as they did not possess the necessary skills to boost their 
business growth.  Entrepreneurial skills boost business success. These findings are 
supported by most scholars such as Neshamba (1997); Becker (2004); Delatour and 
Duggleby (1993); and von Broembsen (2007). The government should initiate 
programmes and create institutions that would assist informal traders at the 
survivalist level.   
The following is what one of the male interviewees had to say: 
“I am willing to grow my business because my kids are growing and need some money for 
education and food. Unfortunately I cannot get more money anywhere to buy enough stock from 
Durban or Johannesburg in order to grow my business. Government is not helpful.” 
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4.2.4. The role of government  
The government has a responsibility to support informal traders develop into the 
formal economy. According to IOE (2006); ILO (2002); Motala (2002) government 
plays a role in addressing informal sector challenges. Additionally, Becker (2004); 
ILO (2002) add that the main responsibilities of government are to “provide the 
macroeconomic, social, legal and political frameworks for the large-scale creation of 
sustainable, decent jobs and business opportunities.” However, it is evident from the 
findings of this study that government is not doing enough to fulfil this responsibility. 
Asked if the government is playing a role in supporting their businesses, the majority 
of the interviewees responded in the negative.  They complained that the municipal 
officials only come to them when they are to confiscate their goods for failing to pay 
for licence permit, which reportedly costs them R200 per annum. All of the 
respondents did not have information relating to small business development 
agencies, business finance and business related training. The findings suggest that 
the governing authorities failed to provide informal traders with access to information 
and advice in line with the strategy on the promotion and development of SMMEs. 
Government should initiate information and advice programmes in order to assist 
informal traders to register their businesses. 
The following comment was made by one of the interviewees: 
“The ANC government does not care about us. Zuma is only interested in our votes. His friends 
buy expensive cars instead of coming to help us. They are just crooks.” 
 
4.2.5. Interventions or recommendations to improve the situation 
The 1995 White on National Strategy for the Development and Promotion of Small 
Business in South Africa was an effort by government to design a policy framework 
to create an enabling environment for small business growth as well as addressing 
basic economic inequalities. Despite the efforts spelled out in the 1995 White Paper, 
informal traders still face varied constraints. According to the 1999 mid-term review 
on the strategy, the generic approach towards small business development proved 
ineffective (RSA, 2003; RSA, 1995). Kester (2000) argues that the South African 
small business sector (of which informal traders are included) is heterogeneous and 
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would therefore need interventions that are tailored rather than generic approaches. 
The findings of this study suggest that government is not doing enough to address 
the challenges faced by informal traders, specifically those that are at the survivalist 
level. The most common need identified by the respondents was the need for trading 
space. The second most common need identified by most respondents was shelter. 
The findings also reveal that the majority of the respondents require the government 
to provide with trading space where proper infrastructure and basic services are 
available.  However, half of the respondents are not sure of what the role of the 
government is in relation to informal trading support.   A small number of the 
respondents indicated that it would like the government to provide it with finance and 
also train it on business skills.  
 
4.3. Conclusion 
After the analysis of the empirical data, the conclusions made from the study may be 
summarised as follows:  
• Most of the informal traders were in retail businesses at the survivalist level, 
dominated by fruit and vegetable sales as well as cooked food; 
• Most informal traders were found to have existing businesses which have 
been in operation in the city street pavements and taxi ranks from two to 
twelve years; 
• The majority of the respondents were mostly women owners, Black Africans 
who are South African nationals; 
• A large number of the respondents have their ages ranging from 20 years to 
55 years; 
• Most of the respondents cited unemployment as the main reason for engaging 
in the informal economy; 
• The majority of the respondents do not have tertiary qualifications nor have 
business management skills; and 
• A large number of the respondents have not registered their businesses for 
taxation or licensing. 
 
Most respondents highlighted that they have been allocated with trading space by 
the local municipality but they do not have storage for their stock or shelter that can 
shield them from winds, dust, and bad weather conditions.  Furthermore, the majority 
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of the respondents revealed that it lacks basic services such as water, sanitation and 
electricity.  Most of the respondents also complained that they do not get support 
from the municipality but instead are being harassed by municipal officials. 
 
The study also revealed that a large number of respondents are willing to have their 
businesses graduate from informal into formal businesses.  However, they cite high 
costs of registration, as well as strict regulations, coupled with lack of access to 
finance, as impediments to their growth.  A large number of the respondents 
indicated its willingness to access financing and training from the government in 
order to grow its businesses. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
CHAPTER 5 
CONCLUSION AND RECOMMENDATIONS 
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5.1. Conclusions 
The informal economy plays an important role in job creation and poverty alleviation. 
It is believed that the sector contributes positively to the economic growth of the 
country.  The relevant literature on informal economy suggests that between 1 and 
2.3 million informal businesses in South Africa contribute between 7 per cent and 12 
per cent of the country’s Gross Domestic Product (GDP) (von Broembsen, 2007) and 
that approximately 78 per cent of the non-agricultural jobs in the Sub-Saharan Africa, 
excluding South Africa, are located in the informal sector (ILO, 2002). 
 
Men, women, the poor and the less educated are engaged in the informal economy 
not by choice but due to poverty and the inability to gain employment opportunities in 
the formal economy (Edcomb & Armington, 2003).  Thus, they engage in informal 
economy as a means to fend for themselves from the vicious cycle of poverty 
(Armstrong & McGee, 1987).  
 
The aim of the study was to investigate the constraints and opportunities in the 
informal economy, using informal traders in the city of Polokwane as a case study.  
The study focused on fruit and vegetable sellers and cooked food sellers.  The 
researcher employed qualitative approach in order to gain insight into the research 
problem.  Furthermore, in order to attach meaning and significance to the analysis, 
the researcher used content data analysis approach to analyse narrative data 
collected from the responses to semi-structured interviews, where themes were used 
in the interpretation of the data. 
 
Based on the analysis of the empirical data, the conclusions made from the study 
may be summarised as follows: 
 
• Informal traders in the city of Polokwane had been operating their businesses 
for a long period of time.  The study revealed that all of the respondents were 
Black Africans with the ages ranging from 20 years to 55 years - the majority 
of which is women. Half of the respondents indicated that they had been 
operating its businesses for a long period of time, ranging from 2 to 12 years, 
thus suggesting that the informal trading is a permanent phenomenon. 
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• Most respondents highlighted that the Polokwane Municipality allocated them 
with a trading space which does not have a shelter, water and sanitation as 
well as electricity.  This suggests that although they have a trading space, 
they are still vulnerable to winds, dust, and bad weather conditions which 
does not constitute to conducive business environment.  The lack of water 
and sanitation negatively affect business growth and development.  The 
findings suggest that the local municipality did not provide enough support to 
assist informal traders.  Furthermore, a few of the respondents cited 
harassment by municipal officials who either confiscate their stock or demand 
bribery in order for them to be allowed to trade in the city.  This makes them 
even poorer, and more vulnerable. 
 
• Informal traders did not register their businesses for licensing and taxation.  
All the respondents indicated that they did not register their businesses due to 
lack of information.  However, none of the respondents cited registration costs 
as a constraint.  The findings suggest that the governing authorities failed to 
provide informal traders with access to information and advice in line with the 
strategy on the promotion and development of SMMEs. 
 
• Although they are engaged in informal trading not by choice, but to fend for 
themselves from poverty and unemployment, majority of the respondents 
have indicated that they are willing to graduate from informality into formality.  
However, they cited lack of access to finance, as well as education and 
training as the main issues that would assist them to grow their businesses.  
These findings suggest that informal traders need to have access to 
education and training in order to boost the growth and development of their 
businesses. 
 
• Informal traders need government support in order to grow and sustain their 
businesses.  Most of the respondents indicated that it needs the government 
to assist in providing trading space and proper infrastructure, with basic 
services.  However, more than half of the respondents indicated that it does 
not know the role of the government in relation to informal trading support.  
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Additionally, some of the respondents indicated that it would like the 
government to provide it with access to finance and business skills.  These 
findings suggest that there is a greater demand for trading space with basic 
services such as water, sanitation and electricity.  Furthermore, the findings 
suggest that the government does not have targeted support programmes for 
informal traders at the survivalist level that provide business information and 
advice.  Otherwise if the programmes are there, they might be misdirected. 
 
5.2. Recommendations 
Following the findings made from the data analysis process, the main 
recommendations from this study are: 
• The Polokwane Municipality should provide trading space with shelter and 
storage facilities to informal traders in the city of Polokwane.  This would 
assist in shielding informal traders from bad weather conditions such as 
wind, dust, rain and sun, thus improving the business environment.  
• A large number of respondents highlighted that the lack of water and 
sanitation is negatively affecting their businesses.  The Polokwane 
Municipality should improve the quantity and quality of water and sanitation 
infrastructure in the city of Polokwane.  This would assist in supply of clean 
water to all trading areas where informal traders are operating. 
• Most respondents cited lack of electricity as an impediment to their business 
growth.  An adequate and reliable state of electricity supply is vital for 
business success and growth. The Polokwane Municipality should provide 
electricity to all informal traders in the areas where they trade.  This would 
improve their productivity and thus lead to their growth.  
• Access to finance, education and training also featured as one of the 
constraints facing informal traders.  The government should initiate 
programmes and create institutions that would assist informal traders at the 
survivalist level.  Financial institutions and other small business funding 
agencies should create policies that cater for the needs of entrepreneurs 
even at the survivalist level of the informal sector. 
• All the respondents indicated that they have not registered their businesses 
for licensing and taxation.  However, they did not indicate cost of licensing 
and registration as a constraint.  The government should initiate information 
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and advice programmes in order to assist informal traders to register their 
businesses.  Furthermore, the government should create a single access 
point for business registration purposes which is centrally located, where a 
single registration form, (which is more simple and easy to read and 
understand) is used.  Furthermore, registration information should be made 
available to different governmental offices. 
 
5.3. Brief analysis of the research study 
Since the aim of the study was to determine the constraints and opportunities in the 
informal economy, using Polokwane Municipality as a case study, the study was 
effective in getting answers to the research questions. This was made possible by 
among others, the research design which was suitable for the study. However, the 
challenge encountered in the study was the fact that all the respondents could only 
respond to the research questions in Sepedi. The researcher had to translate all the 
responses from Sepedi into English in order to finalise this research report. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
REFERENCES 
 
49 
 
Abrie, W., & Doussy, E. (2006). Tax compliance obstacles encountered by small and 
medium enterprises in South Africa.  Journal for Meditari Accountancy 
Research Vol. 14, No. 1 2006: 1-13 
Amin, N. (2002). The Informal Sector in Asia from Decent Work Perspective 
Armstrong, A., & McGee, T.G. (1987). Theatres of Accumulation: Studies in Asia and 
Latin American Urbanization, London: Methuen 
Becker, K.F. (2004). The  Informal Economy: Fact Finding Study, SIDA Report- 
March 2004. 
Bekkers H., & Stoffers W. (1995). "Measuring Informal Sector Employment in 
Pakistan: Testing a new methodology". International Labour Review, Vol. 134, 
No. 1, pp 17-36. 
Brand, V. (1986). One Dollar Workplaces: A study of Informal Sector Activities in 
Magaba, Harare, Journal for Social Development in Africa 1, 53-74 
Bridge, S., O'neil, K., & Cromie, S. (1998). Understanding Enterprise, 
Entrepreneurship and Small Business. London: Palgrave. 
Carmen, E.F. (2003). Migration and Urban Informal Sector in Columbia: A Paper 
prepared for Conference on African Migration in Comparative Perspective, 
Johannesburg, South Africa. 4-7 June, 2003. 
Castells, M., & Portes, A. (1989). The informal economy: Studies in advanced and 
less developed countries. Baltimore: John Hopkins Press. 
Chalera, C.S. (2006).  An impact analysis of South Africa’s National Strategy for the 
Development and Promotion of SMMEs. Research Report submitted at 
University of Pretoria. 
City of Johannesburg Metropolitan Municipality. (2007). Draft Informal Trading 
Policy.  
Daniels, L. (1999). The role of small enterprises in the household and national 
economy in Kenya: a significant contribution or a last resort? World 
Development, Vol. 27, No. 1, pp. 55-65. 
Dasgupta, N. (1992). Petty Trading in the Third World. Avebury: Aldershot. 
Davis, J., Kanga V.J., & Wittington D.  (2001). How important is improved Water 
Infrastructure to Microenterprises?  Evidence from Uganda. World 
Development. Vol. 10. Great Britain: Elsier Science Ltd. 
De Soto, H.  (2000). Mystery of Capital: Why Capitalism Triumphs in the West and 
Falls Everywhere Else. New York: Basic Books. 
Delatour, L., & Duggleby, T.J. (1993). Strengthening the Informal Sector in Haiti: 
Constraints, Possible Interventions and Factors for Success: Results of 
Informal Sector Assessment, USAID/Haiti 
Department of Public Works (2000/2001). Report to the Director-General. 
DTI. (1995). Integrated Strategy on the Promotion of Entrepreneurship and Small 
Enterprises, , Pretoria: Government Printers. 
Durrheim, K. (1999). Research Design. In M Terreblanche & K Durrhem (eds.), 
Research in Practice. Cape Town: University of Cape Town Press. 
ECAP. (2012). “Synthesis of national reports on the implementation of Habitat 
agenda in the Asia and the Pacific Region”. Economic Commission for Asia and 
the Pacific Region Report to Instanbul +5. http://www.unhabitat.org/instanbul+5/ 
escap.doc. htm Date visited 2012-05-15 
Edgcomb, E., & Armington, M.M. (2003). The Informal Economy: Latino Enterprises 
at the Margins. USA: Aspen Institute. 
50 
 
Eeden, S., Viviers, S., & Venter, D. (2003). A comparative study of selected 
problems encountered by small businesses in the Nelson Mandela, Cape Town 
and Egoli metropolis: Journal of Management Dynamics Vol. 12, No. 3, 2003 
Garcia-Bolivar, O.E. (2006). Informal Economy: Is it a problem, a solution or both? 
The perspective of the informal business. Law and Economics Papers, 
Northwestern University School of Law 
Grimm, M., Lay, J., Roubaud, F., & Vaillant, J. (2011). Informal Sector Dynamics in 
Times of Fragile Growth: The Case of Madagascar. The Hague: Erasmus 
University Rotterdam. 
Grosh, B., & Somakele, G. (1996). Mighty Oaks From Little Acorns: Can 
Microenterprise Serve as the Seedbed of Industrialization? Journal of World 
Development, Vol. 24, No.12. Great Britain: Elsier Science Ltd. 
Gulyani, S. (1999). Innovating with Infrastructure. How India's Largest Car maker 
Copes with Poor Electricity Supply. Journal of World Development. Vol. 27.10. 
Great Britain: Elsier Science Ltd. 
Harmon, P. (1979). Small Business Management: A practical approach. New York: 
Litton Educational Publishing, Inc 
Havers, M. (1995). Report: The Spring Field Centre for Business in Development. 
Rural Enterprise Development in South Africa. London: Mount Joy Research 
Centre. 
Hirsch, A., & Hanival, S. (1998). Industrial Restructuring in South Africa: The 
Perspective from the government. Paper presented at the 1998 TIPS annual 
Forum (September) Johannesburg. 
Hsieh, H.F., & Shannon, S.E. (2005). Three approaches to qualitative content 
analysis. Quality Health Research, Vol. 15, No. 9, 1277-1288. 
http://7702-f12.design4complexity.com downloaded on 31 October 2012-10-31 
Hussey, J., & Hussey, R. (1997). Business Research: A Practical Guide for 
Undergraduate Students. London: Macmillan Publishing. 
Huysamen, G.K. (2001). Methodology for Social and Behavioural Sciences. Oxford 
University Press. 
ILO. (2000). Globalization and Informal Economy: How global trade and investment 
impact on the working poor. ILO, Geneva. 
ILO. (2002). A Policy Framework. ILO, Geneva 
ILO. (2002). Women and Men in the Informal Economy: A Statistical Picture. ILO, 
Geneva. 
ILO. (2001). Report of the Director- General: Reducing the Decent Work Deficit: A 
Global Challenge. ILO, Geneva. 
Kesper, A. (2000). Making a living in the city: Small and Success of Small 
Enterprises in the Johannesburg Inner City. Paper presented at the Urban 
Future’s Conference, 10-17 July Johannesburg. 
Kidder, L.H., & Jud, C.M. (1987).  Research Methods in Social Relations. 5th edition. 
New York: Saunders College Publishing. 
Krippendorff, K. (1980). Content Analysis: An introduction to Its Methodology. 
Newbury Park, CA: Sage 
Kroon, J., de Klerk, S., & Dippenaar, A. (2003). Developing the next generation of 
potential entrepreneurs: co-operation between schools and business? South 
African Journal of Education, Vol. 23, No. 4, pp 319-322.  
Levin, A.S. (1998). South African Business Guidebook. Johannesburg: Writestuff 
Publishing. 
51 
 
Liedholm, C., & Mead, D. (1999). Small Enterprises and Economic Development: 
The dynamics of micro and small enterprises. London: Routledge. 
Ligthelm, A.A., & van Wyk, A.M.A. (2004).  Informal Trading in Tshwane: Regulatory, 
Spatial and Economic Framework.  2nd Draft Report compiled for the City of 
Tshwane Metropolitan Municipality. Bureau of Market Research, University of 
South Africa. 
Longenecker, J.G., & More, C.W. (1991). Small Business Management, 8th  ed. New 
York, South Western Publishing Co. 
Lund, F., & Srinivas, S. (2000). Learning from Experience: A Gendered Approach to 
Social Protection for Workers in the Informal Economy. Geneva, International 
Labour Organisation. 
Lund, F., & Srinivas, S. (2008). “ Learning from Experience: A gendered approach to 
social protection for workers in the informal economy” http://www.ids.ac.uk Date 
visited 2008-07-25. 
Lund, F. (1998). Women Street Traders in Urban South Africa: A Synthesis of 
Selected Research Findings. CSDS Research Report, No. 5 (Durban: School of 
Development Studies, University of Natal, 1998). 
Mariam, S.B. (1988). Case Study Research in Education: A Qualitative Approach. 
San Francisco: Tossy-Baas 
Marshall, C., & Rossman, G.B. (1999). Designing Qualitative Research. California: 
Sage Publications 
May, T. (1997). Social Research: Issues, Methods and Processes. Philadelphia: 
Open University Press 
McCormick, D. (1999). African Enterprise clusters and industrialisation: Theory and 
reality. World Development, 27, 1531-1551. 
McCormick, D., Kinyanjui, M.N., & Ongile, G. (1997). Growth and Barriers to Growth 
Among Nairobi's Small and Medium Sized Garment Producers. Journal of 
World Development, Vol. 25, No.7. Great Britain: Elsevier Science Ltd. 
McGee, T.G. (1970). Hawkers in Selected Asian Cities: A Preliminary Investigation, 
Centre of Asian Studies. Hong Kong, University of Hong Kong. 
Mead, D.C., & Liedholm, C. (1998). The dynamics of micro and small enterprises in 
developing countries. World Development, Vol. 26, No. 1, pp 61-74. 
Melville, S., & Goddard, W. (1996). Research Methodology: An Introduction for 
Science & Engineering Students. Cape Town: Juta & Co. Ltd 
Mette, M. (undated). The Political Dynamics of the Informal Sector in Tanzania, 2nd 
Module Project. International Development Studies, Roskilde University Center. 
Motala, S. (2002). Organizing in the Informal Economy: A Case Study of Street 
Trading in South Africa. (Series on Representation and Organization Building) 
ILO, Geneva. 
Mouton, J., & Marais, H. (1994). Basic Concepts in the Methodology of Social 
Sciences. Pretoria: Penrose Printers. 
Neshamba, F. (1997). The Transition of Enterprises from Informal to Formal: Some 
Evidence from Zimbabwe. International Journal. London: IT Publications, Vol.8 
No 4, December 1997. 
Neuman, W.L. (1994). Social Research Methods: Qualitative and Quantitative 
Approach. 2nd edition. Boston: Allyn & Bacon. 
 Ntsika Enterprise Promotion Agency. (1998). Annual Review. State of Small 
Business in South Africa. Pretoria: Policy and Research Division of Ntsika. 
Ntsika Enterprise Promotion Agency. (2000). National Small Business Regulatory 
Review. Policy and Research Division. Pretoria. 
52 
 
Polokwane Municipality. (Undated). Policy for the management of street vending 
within Polokwane Municipality.   
Qunta, C. (1995). Who is Afraid of Affirmative Action: Survival Guide for Black 
Professionals, 1st Edition, Cape Town. Kwela Books. 
Rice, E. (2007). Informal traders’ markets in Johannesburg: creating an enabling 
environment for development of micro-enterprise. City of Johannesburg. 
Research Report. 
Rogerson, C.M. (2005). SMME Development in Peripheral Regions: Manufacturing 
in Free State Province, South Africa. Journal on Urban Forum, Vol. 16, No. 1, 
January-March 2005 
Schneider, F. (2002). Size and measurement of the informal economy in 110 
countries around the world. Paper presented at the Workshop of Australian 
National Tax Centre, ANU, Canberra, Australia, July 17, 2002. 
Sethuraman, S.V. (1981). The Urban Informal Sector in Developing Countries: 
Employment, Poverty and Environment. ILO, Geneva 
Skinner, C. (2000). Getting Institutions Right? Local Government and Street Traders 
in in Four South African cities. Urban Forum. Vol. 11, No. 1, 2000 
Smart, J. (1989). The Political Economy of Street Hawkers in Hong Kong, Hong 
Kong: Centre of Asian Studies. Hong Kong: University of Hong Kong 
South Africa, Republic of. (1996). The Constitution of the Republic of South Africa, 
Act 108 of 1996. Pretoria, Government Printers 
South Africa, Republic of. (1995).  White Paper on the National Strategy for the 
Development and Promotion of Small Business in South Africa Notice 213 of 
1995 GG 16317. Dated 28-03-1995 
South Africa, Republic of. (1996). National Small Business Act. Pretoria, 
Government Printer. 
South African National Biodiversity Institute GIS. (2011). Map of Limpopo Province. 
Pretoria: SANBI 
Statistics South Africa. (2000). Unemployment and Employment in South Africa, 
1999 and 2000. Pretoria 
Statistics South Africa. (2005). The contribution of small and micro enterprises to the 
economy of the country: A survey on non-VAT registered businesses in South 
Africa. 
Stemler, S. (2001). Practical Assessment, Research & Evaluation: An Overview of 
Content Analysis. Yale University. 
Straus, A., & Corbin, J. (1998). Basics of Qualitative Research: Techniques and 
Procedures for Developing Grounded Theory. 2nd edition. London: SAGE 
Publishing. 
Taylor-Powell, E., & Renner, M. (2003). Analysing Qualitative Data: Program 
Development & Evaluation. University of Wisconsin-Extension, Wisconsin. 
Timmons, J.A. (1994). New Venture Creation: Entrepreneurship for the 21st Century. 
4th edition, Irwin. 
Tipple, G. (2005). The Place of Home-based Enterprises in the Informal Sector: 
Evidence from Cochabamba, New Delhi, Surabaya and Pretoria. Journal on 
Urban Studies, Vol. 42, No. 4, 611-632, April 2005. 
Tuchman, G. (1994). Historical Social Science: Methodologies, Methods and 
Meanings.  In N.K Denzin & Y.S. Lincoln (eds.). Handbook of Qualitative 
Research. London: Sage Publishers. 
53 
 
U.S. General Accounting Office. (1996). Content Analysis: A Methodology for 
Structuring and Analysing Written Material. GAO/PEMD-10.3.1. Washington, 
D.C. 
Van Rooyen, E.J., & Malan L.P. (2007). Informal Trading in the City of 
Johannesburg: Suggestions to create an enabling environment. Journal of 
Public Administration, Vol 42 no 7. November 2007. University of Pretoria. 
Von Broembsen, M.  (2007). Draft Report on the Legal Empowerment of the Poor: 
Informal Business. Prepared for the Commission for the Legal Empowerment, 
UNDP 
Walker, R. (2004). Handbook A4: Getting and analysing qualitative data. 
Commonwealth of Learning. 
War on Want. (2007). Time for a new deal: Social dialogue and the informal 
economy in Zambia. Research Report on Informal Economy in Zambia. 
Weber, R.P. (1990). Basic Content Analysis, 2nd ed. Newbury Park, CA. 
Welman, J.C., & Kruger, S.J. (2002). Research Methodology, 2nd edition. Cape 
Town: Oxford Southern Africa 
World Bank. (2004). Doing Business in 2004: Understanding Regulation. World 
Bank. 
Xaba, J., Horn, P., & Motala, S. (2002). Employment Sector: Informal Sector in the 
Sub-Saharan Africa (Working Paper on the Informal Economy. ILO Working 
Paper on the Informal Economy, No. 2002/10. 
Zhang, Y., & Wildemuth, B.M.  Qualitative Analysis of Content. http://7702-f12.design 
4complexity.com 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
54 
 
APPENDIXES 
 
Appendix 1: Interview Guide 
 
Semi-structured face-to-face interview questions for Informal traders (to be 
answered by fruit and vegetable sellers and prepared/cooked food sellers) 
Please Note:   
• This interview is strictly for research purposes. 
• The results of this interview shall not be used for any other purpose except for 
the one stated above. 
• Later, the researcher may also seek clarifications or ask some additional 
questions emanating from the responses in the interview. 
• The participation in this interview is voluntary.  
• Please attempt to answer all the questions as this will assist in providing a 
clear picture of the issues under investigation in this research 
• Your responses in this interview shall be confidential 
 
1. The common characteristics of informal traders  
1.1. Demographics 
(a) What is your age? 
(b) What is your nationality? 
(c) What is your educational background? 
 
Note: For the race, gender and sub-sector, the interviewer shall obtain the 
information based on his observations only.  Thus, no question shall be asked 
in this regard. 
 
1.1.1. Why did you start the business?  What were the reasons for you to start 
the business? 
1.2. How long have you been operating the business? 
1.3. Are you the owner/manager of the business? 
 
2. Constraints faced by informal traders 
• What constraints do you encounter when operating your business?  
• What are the challenges or problems that you face in relation to your 
business? 
 
3. Opportunities for growth of informal traders 
• Are you planning to grow your business into a formal one? 
• What do you think is needed in order to grow your business? 
 
4. The role of the government in relation to informal traders 
• Do you think the government is playing a role in supporting and developing 
your business? 
• Is the municipality assisting you in operating your business in terms of 
provisioning of water, electricity, sanitation, financing, training and education? 
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5. Recommended interventions to address the constraints 
What interventions do you think can be recommended to policy makers to address 
the challenges mentioned in (3) above.  What are the things that you need the 
government to assist you with in order to operate your business successfully?  
 
Thank you for your time. 
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Appendix 2:  Map of Limpopo Province  
 
 
 
 
 
 
Figure 2: Map of Limpopo Province showing Polokwane Municipality 
Source: South African National Biodiversity Institute GIS (April 2011) 
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Appendix 3: Map of Polokwane Municipality 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2: Map of Polokwane Municipality depicting the city of Polokwane 
Source: South African National Biodiversity Institute GIS ( April 2011) 
 
